A Comparative Analysis Regarding European Tourism Competitiveness: Emerging Versus Developed Markets  by Gabor, Manuela Rozalia et al.
 Procedia Economics and Finance  3 ( 2012 )  361 – 366 
2212-6716 © 2012 The Authors. Published by Elsevier Ltd.
Selection and peer review under responsibility of Emerging Markets Queries in Finance and Business local organization.
doi: 10.1016/S2212-5671(12)00165-7 
 
Emerging Market Queries in Finance and Business 
A comparative analysis regarding European tourism 
competitiveness: emerging versus developed markets 
Manuela Rozalia Gabora,*, Lia Codrina a, Flavia Dana Olteana 
a  
 
Abstract 
In the current economic context countries are exposed to long-term structural shifts that challenge tourism development 
strategies and range from destination marketing to product offerings and infrastructure planning. In emerging countries, 
domestic and regional travel represents a highly promising tourism market in its nascent stage; even it has not yet reached 
significant volume because of low average levels of disposable income. However, domestic travel can mean a massive 
volume of tourist activity (Travel & Tourism Competitiveness Report 2011 - World Economic Forum). 
In this respect, in the present paper we aimed at carrying out a research on the European countries tourism competitiveness 
using statistical tools. Our analysis is based on the 14 pillars described in the Travel & Tourism Competitiveness Report 
2011 - World Economic Forum (http://www.weforum.org/reports/travel-tourism-competitiveness-report-2011) taking into 
consideration only European countries. In order to see how the 14 pillars of the competitiveness index are grouping on the 
27 EU countries and the other 15 non-EU countries, we used - separately for EU countries and non-EU countries  the 
principal component analysis (PCA) with varimax rotation and Kaiser normalization, followed by hierarchical cluster 
analysis and then the k-means cluster analysis to view the countries clustering on the principal components resulted. 
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1. Introduction 
Competitiveness is inextricably linked to the notion of competition, expressing, overall, the capacity of 
persons, companies, economies or regions to maintain themselves in the local or international competition and 
to benefit from it. Competitiveness means productivity, seen as added value. It has a dynamic character, forcing 
companies to give up inertia and foster innovation. Other various concepts - reduced cost of work force, low 
taxation, currency depreciation, increased exports and abundant natural resources - are either the result of 
increased competitiveness or potential stages of competitive development (M. Kardos, 2010). 
In the present paper we aimed at carrying out a research on the European countries tourism competitiveness 
using statistical tools. Our analysis is based on the 14 pillars described in the Travel & Tourism 
Competitiveness Report 2011 - World Economic Forum (http://www.weforum.org/reports/travel-tourism-
competitiveness-report-2011) taking into consideration only European countries.  
The TTC Index aims to measure the factors and policies that make it attractive to develop the T&T sector in 
different countries. It is based on three broad categories of variables that facilitate or drive T&T 
competitiveness. These categories are summarized into the three sub-indexes of the Index: (1) the T&T 
regulatory framework sub-index; (2) the T&T business environment and infrastructure sub-index; and (3) the 
T&T human, cultural and natural resources sub-index. Each of these three sub-indexes is composed in turn by a 
number of pillars of T&T competitiveness, of which there are 14 in all. These are: 1. Policy rules and 
regulations, 2. Environmental sustainability, 3. Safety and security, 4. Health and hygiene, 5. Prioritization of 
Travel & Tourism, 6. Air transport infrastructure, 7. Ground transport infrastructure, 8. Tourism 
infrastructure, 9. ICT infrastructure, 10. Price competitiveness in the T&T industry, 11. Human resources, 12. 
Affinity for Travel & Tourism, 13. Natural resources, 14. Cultural resources (Travel & Tourism 
Competitiveness Report 2011 - World Economic Forum). 
2. Methodology 
In order to see how the 14 pillars of the competitiveness index are grouping on the 27 EU countries and the 
other 15 non-EU countries, we used - separately for EU countries and non-EU countries  the principal 
component analysis (PCA) with varimax rotation and Kaiser normalization, followed by hierarchical cluster 
analysis and then the k-means cluster analysis to view the countries clustering on the principal components 
resulted. 
3. Results 
Since the correlation matrix shows strong and average direct and reverse correlations between the 14 pillars 
of competitiveness index, a method of data analysis is justified for a deeper analysis of these results. We 
applied then the method of principal components analysis with varimax rotation separately, for the group of EU 
countries and the group of non-EU countries, the results being presented and compared in Table 1. A purpose 
of this method is to reduce the information contained in the 14 pillars in a smaller number of variables, 
respectively the future principal components. 
It is therefore apparent that, in the case of EU countries, the 14 pillars of competitiveness index were 
grouped into four components that explained 82.92% of total variance explained by the 14 pillars of 
competitiveness index, PC 1 - 38.22%, PC 2 - 19.29%, PC 3 - 17.31%, PC 4 - 8.10%. In the case of non-EU 
countries, the pillars were grouped in a number of three principal components explaining 81.71% of total 
variance, as follows: PC 1 - 38.47%, PC 2 - 31.10% and PC 3 - 12.14%. 
Based on data in Table 1 the structure of the pillars that form the principal components of EU countries 
differ when compared with that of non- EU countries, as follows: 
 in the case of EU countries, PC1 (which explains the highest percentage of variance) consists of seven of 
the 14 pillars, the determining pillar being human resources, followed by safety and security, compared 
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with non-EU countries where the hierarchy is reversed, i.e. the first pillar is safety and security and then 
human resources;  
 prioritization of travel and tourism pillar belongs to PC1 in the case of non-EU countries, while for EU 
countries, it belongs to PC2;  
Table 1. PCA results for EU countries and non-EU countries 
 Component for EU members   Component for  
non-EU members 
PC1 PC2 PC3 PC4  PC1 PC2 PC3 
human_res_11 .924     safe_secur_3 .892   
safe_secur_3 .918     human_res_11 .859   
environ_sustain_2 .871     priorit_TT_5 .849   
policy_rules_1 .871     environ_sustain_2 .832   
ICT_infra_9 .861     ICT_infra_9 .721   
ground_tranp_7 .749     policy_rules_1 .691   
airtransp_6 .598     ground_tranp_7 .639   
price_compet_10 -.578     cultural_res_14  .958  
priorit_TT_5  .926    natural_res_13  .830  
affinity_TT_12  .873    airtransp_6  .778  
tourism_infra_8  .842    tourism_infra_8  .626  
cultural_res_14   .833   price_compet_10  -.598  
natural_res_13   .793   health_hyg_4   -.829 
health_hyg_4    .967  affinity_TT_12   .765 
     Extraction Method: Principal Component Analysis.  
     Rotation Method: Varimax with Kaiser Normalization 
 
 air transport infrastructure belongs to PC1 in the case of EU countries, while for non-EU countries it 
belongs to PC2; 
 price competitiveness in the T&T industry belongs to PC1 in the case of EU countries, in its negative 
quadrant while for non-EU countries it belongs to PC2, maintaining its negative contribution; 
 a pillar with a completely different behavior in grouping the 42 countries analyzed is health and hygiene. 
For EU countries it forms a component by itself, while for non- EU countries it is reflected in the negative 
quadrant of PC3 which is formed by this pillar together with affinity for travel and tourism; 
 in the case of EU countries, the pillars cultural resources and natural resources form alone PC3, while for 
non-EU countries, these two pillars form PC2 together with air transport infrastructure, tourism 
infrastrucure and price competitiveness in the T&T industry.  
Because the method of principal components analysis applied separately for EU countries and non-EU 
countries highlighted other significant differences between the 42 European countries, we continued the 
research with another method of data analysis.  
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1a  UE countries 1b - Non-UE countries 
We used cluster analysis to view how the European countries are clustering on principal components 
formed, maintaining the same group. To decide the number of clusters for each group, we applied first 
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hierarchical cluster analysis and then the k-means cluster analysis. Figure 1 presents the scree diagram for the 
number of clusters. Figure 1a shows that the number of clusters for the EU countries is five (27 countries - 22, 
the value where the curve ) and for non-EU countries it is equal to four (15 non-EU 
countries - 11, where the curve ). The outcomes of the k-means cluster analysis are 
comparatively presented on the two groups in Table 2. Table 3 shows the components of each cluster on the 
two groups: non-EU countries and EU countries. Based on ANOVA results we notice that the clusters formed 
are statistically significant. The only component for which the clusters formed are significantly higher than 
0.05 is PC2 for non-EU countries, level of significance  = 0.16%. This component is made of the following 
pillars: cultural resources, 
competitiveness in the T&T industry and explains a large percentage of the total variance, respectively 31.1%. 
Table 2 - The results of cluster analysis - final cluster centers and ANOVA 
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Results for EU countries 
PC 1  1.05037 -1.44757 .32377 -1.00519 -.63849 5.526 4 .177 22 31.222 .000 
PC 2 -.39841 .73692 .98094 -1.19539 -1.04343 4.860 4 .298 22 16.305 .000 
PC 3  .70832 .94740 -.74030 -.34055 -.57053 3.462 4 .552 22 6.267 .002 
PC 4  .02211 .11584 -.07935 -1.98955 .79474 2.796 4 .674 22 4.151 .012 
Results for non-EU countries 
PC 1  -1.04851 1.51293 -.24418   4.831 2 .362 12 13.363 .001 
PC 2 .41547 .85246 -.33883 1.837 2 .861 12 2.134 .161 
P C3  -1.54756 -.46500 .44901 3.727 2 .545 12 6.834 .010 
 
Based on cluster analysis results presented in Table 2 and the grouping of countries presented in Table 3, 
we notice that: 
 for EU countries:  
- Cluster C1 is very similar to the profile defined by component PC1 and different to PC2 and consists of 
the following countries: Belgium, Denmark, Finland, France, Germany, Netherlands, Sweden, United 
Kingdom; 
- Cluster C2 is similar to PC3 and very different to the PC1 profile and it consists of the following 
countries: Bulgaria, Greece, Italy, Spain; 
- Cluster C3 is similar to the profile defined by PC2 and different to the profile defined by PC3 and 
consists of the following countries: Austria, Cyprus, Estonia, Ireland, Luxembourg, Malta, Portugal, Slovenia; 
- C4 cluster is atypical in that it is different from the profiles of all the four principal components. It is 
very contrasting with the profile defined by PC4 formed by health and hygiene, Poland and Romania being 
part of this cluster; 
- Cluster C5 is similar to PC4 profile and different to the profiles defined by all the other three 
components; this cluster consists of the following countries: Czech Republic, Hungary, Latvia, Lithuania, 
Slovak Republic;  
 for non-EU countries:  
- Cluster C1 is similar to the profile defined by PC2 and different from those defined by the other two 
components, this cluster grouping the following countries: Russian Federation and Ukraine; 
- Cluster C2 is very similar to the profile defined by component PC1 and different to that defined by PC3, 
consisting of: Iceland, Norway and Switzerland; 
- Cluster C3 is similar to the profile defined by PC3 and different from those defined by the other two 
components, consisting of: Albania, Armenia, Bosnia and Herzegovina, Croatia, Georgia, FYR Macedonia, 
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Moldova, Montenegro, Serbia, Turkey. 
Table 3  Countries grouping by clusters 
Clusters for UE members  Clusters for non-UE members 
C1 C2 C3 C4 C5  C1 C2 C3 
Belgium, 
Denmark, 
Finland, 
France, 
Germany, 
Netherlands 
Sweden, 
United 
Kingdom 
Bulgaria, 
Greece, 
Italy, 
Spain 
Austria, 
Cyprus, 
Estonia, 
Ireland, 
Luxembourg 
Malta, 
Portugal, 
Slovenia 
Poland, 
Romania 
Czech  
Republic, 
Hungary, 
Latvia, 
Lithuania, 
Slovak  
Republic 
 Russian 
Federation 
Ukraine 
Iceland, 
Norway, 
Switzerland 
Albania, 
Armenia, 
Bosnia and 
Hertegovina 
Croatia, 
Georgia, 
Macedonia 
FYR, 
Moldova, 
Montenegro 
Serbia 
Turkey 
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4. Conclusions and discussions 
Hospitality and tourism industry has major implications at the macroeconomic level for each country. The 
rule in attracting tourists as well as domestic tourism development and support are based on microeconomic 
strategies and especially on national strategies in the tourism sector to increase the share of these services in 
GDP and hence the international competitiveness of this sector. 
Socio-economic and government policy differences are highlighted based on the world countries ranking 
made by Worlds Travel and Tourism Council and it has been the basis of the present research. Statistical 
methods used - nonparametric inferential statistics and data analysis - have helped us to explain whether these 
differences are statistically significant between the 42 European countries included in the ranking. The analysis 
was based on the following groups: EU countries and non-EU countries. Statistical methods of data analysis 
(PCA, cluster analysis) showed both similarities and differences between countries and between the 14 pillars 
that form the competitiveness index. 
Applying cluster analysis led to the clustering of EU countries in Nordic countries (cluster C1), countries 
that practice predominantly sunlust tourism (cluster C2), former communist countries (cluster C5), and there is 
a cluster that brings together two atypical countries, namely Poland and Romania (cluster C4) and a combined 
group of Nordic countries and former communist countries (cluster C3). 
For the countries included in cluster C1 - Belgium, Denmark, Finland, France, Germany, Netherlands, 
Sweden, United Kingdom, the explanation is given by the fact that - according to Euromonitor - all these 
countries have developed national strategies and government policies of intensive tourism promotion. 
The second cluster C2 for EU countries (consisting of Bulgaria, Greece, Italy and Spain) is explained by 
the natural anthropic potential of these countries, the tourism being supported by massive investments (EU 
funds and government funding) in infrastructure development. 
Cluster C3 consists of EU countries - Austria, Cyprus, Estonia, Ireland, Luxembourg, Malta, Portugal, 
Slovenia and besides having natural and anthropic potential, they have paid great attention to tourism and 
invested heavily in tourism and infrastructure unlike countries of cluster C1 that invested heavily in tourism 
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promotion. Cluster C4 (Poland and Romania) can be explained by 
consistent measures as tourism is a widely complex system of interdependencies 
and correlations. Cluster C5 (Czech Republic, Hungary, Latvia, Lithuania, Slovak Republic) will need a strong 
fiscal policy to increase the attractiveness of the country in terms of foreign investment.  
In case of non-EU countries, they are clustered as follows: countries of the former Republics of the Soviet 
Union (cluster C1), countries which are among the top developed countries (cluster C2) and former communist 
countries (cluster C3). 
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